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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the action to be taken, you should censult your

stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or other
professional adviser.

If you have sold or transferred all your shares in Chevalier International Holdings Limited, you should at once
hand this circular and the enclosed proxy form to the purchaser or transferee or to the bank, stockbroker or other
agent through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any itability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

I CHEVALIER =
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(Incorporated in Bermuda with limited liability)
(Stock Code: 25)

Executive Directors Registered Qffice
CHOW Yei Ching (Chairman and Managing Director) Canon’s Court
KUOK Hoi Sang (Managing Director)
FUNG Pak Kwan

CHOW Vee Tsung, Oscar

TAM Kwok Wing

KAN Ka Hon Principal Place of Business
HO Chung Leung 22nd Floor

22 Victoria Street
Hamilton, HM 12
Bermuda

Chevalier Commercial Centre
Independent Non-Executive Directors 8 Wang Hoi Road

CHOW Ming Kuen, Joseph 0.B.E., LP.
L1 Kwok Heem, John
SUN Kai Dah, George

Kowloon Bay
Hong Kong

Sth September, 2006
To the Shareholders

Dear Sir/Madam, - -— i o
- R
PROPOSALS RELATING TO u:_: = £

RE-ELECTION OF RETIRING DIRECTORS :"-'_fl - -
APPOINTMENT OF NEW AUDITORS v - -::-E
GENERAL MANDATES TO ISSUE SHARES AND :3"'-.’. - Y
REPURCHASE SHARES E i3 (.

NOTICE OF ANNUAL GENERAL MEETING : f)

INTRODUCTION o

The Directors wish to seek the approval of shareholders to re-elect the retiring directors, to appoint the new

auditors, to obtain general mandates to the Directors of the Company to issue and repurchase shares of HK51.25
each in the share capital of the Company (the “Share(s)").

This circular is to provide the shareholders with all the information reasonably necessary to ¢nable them to

make an informed decision on whether 1o vote for or against the resolutions as mentioned herein and which, inter
alia, will be dealt with at the annual general meeting of the Company to be held at 22nd Floor, Chevalier Commercial

Centre, 8 Wang Hoi Road, Kowloon Bay, Hong Kong on Thursday, 28th September, 2006 at 10:30 a.m. (the “2006
Annval General Meeting”).
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RE-ELECTION OF RETIRING DIRECTORS

In accordance with Bye-law 115 of the Bye-laws of the Company, Mr SUN Kai Dah, George, who was
appointed as an Independent Non-Executive Director on 31st March, 2006, will hold office until the 2006 Annual
General Meeting and shall then be eligible for re-election at the meeting. Ordinary Resolution will therefore be
proposed at the 2006 Annual General Meeting to re-elect Mr SUN as Director of the Cempany. In accordance with
Bye-law 112 of the Bye-laws of the Company, Dr CHOW Yei Ching, Messrs KUOK Hoi Sang, FUNG Pak Kwan,
TAM Kwok Wing, KAN Ka Hon and Dr CHOW Ming Kuen, Joseph who have been longest in office since their last
election, will retire by rotation at the 2006 Annual General Meeting and being eligible, offer themselves for re-
election. Ordinary Resolutions will therefore be proposed at the 2006 Annual General Meeting to re-elect Dr Chow
Yei Ching, Messrs Kuok, Fung, Tam, Kan and Dr Joseph Chow as Directors of the Company. Pursuant to Rule 13.74
of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) {(the “Listing Rules”), the details of such Directors are set out below:—

1. Mr SUN Kai Dah, George, aged 66, was appointed as an Independent Non-Executive Director and a
member of the Audit Committee and Remuneration Committee of the Company on 31st March, 2006. Prior
to his appointment as an Independent Non-Executive Director, he was the founder of Zindart Limited, a
company incorporated in 1978 and listed on the United States NASDAQ. He has retired from the position of
Chief Executive Officer of Zindart Limited since 1998. Mr Sun was also an independent non-executive
director of Chevalier Construction Holdings Limited until his resignation in November 2004, following its
privatisation in February 2004, Mr Sun serves as a director of Chevalier (Travel Agency) Limited (“CTA™), a
subsidiary of the Company, with non-executive role since 15th April, 2002. Despite Mr Sun’s directorship
with CTA, the Board considers that Mr Sun is eligible to act as an independent non-executive director of the
Company as (i) Mr Sun is able to meet all other independence guidelines set out under Rule 3.13 of the
Listing Rules; and (ii} Mr Sun is not involved in the management of CTA, neither has he received any
remuneration from CTA for his appointment. Mr Sun does not have an office at CTA and does not attend
work there. Since his appointment in 2002, Mr Sun’s involvement in CTA has been to provide an independent
overview and guidance on the financial standing and performance of CTA. He is provided with the audited
accounts of CTA on an annual basis for his review and is asked to give commer.ts and suggestions thereon.
Based on the records of CTA, Mr Sun has given remarks on the audited accounts of CTA generally, such as
requesting CTA’s management to note the need of broadening its revenue sources and exploring possible cost
cutting measures. Except for this, Mr Sun has no material direct involvement in the management and
operation of CTA. In strict compliance with the use of words of the Listing Rules, Mr Sun was re-designated
as an Independent Non-Executive Director of CTA on 3ist March, 2006,

Save as disclosed above and as at 1st September, 2006, being the latest practicable date prior to the printing
of this circular (the “Latest Practicable Date™}, Mr Sun has not held any directorship in any listed public
companies in the last three years. He does not hold any position in any member of the Group nor does he
have any relationship with any other directors, senior management, substantial shareholders or controlling
shareholders of the Company. He does not have any interests in the shares of the Company which are
required to be disclosed under Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the *SFO"). There is neither any service contract between the Company and Mr Sun nor any
specified term for the length or proposed length of service with the Company in respect of the directorship.
Mr Sun is subject to retirement by rotation and re-election in accordance with the Company’s Bye-laws. No
director’s emoluments were paid to Mr Sun during the year ended 31st March, 2006,

2. Dr CHOW Yei Ching, Executive Director, Chairman and Managing Director, aged 70, is the founder of
Chevalier Group since 1970. He is an Independent Non-Executive Director of Van Shung Chong Holdings
Limited (Stock Code: 1001) and Shaw Brothers (Hong Kong) Limited (Stock Code: 80) and a Non-Executive
Director of Television Broadcasts Limited (Stock Code: 511), all of which are public companies listed on the
Stock Exchange. Dr Chow was awarded with an Honorary Doctor Degree in Business Administration by The
Hong Kong Polytechnic University and an Honorary University Fellew by The University of Hong Kong. In
1996 and 1997, he was appointed as an Honorary Member of the Board of Directors by Nanjing University and
was conferred an Honorary Degree of Doctor of Laws by The University of Hong Kong respectively. Dr Chow
also serves actively in a number of educational advisory committees and gives substantial support to the
aforementioned two Universities in Hong Keng and The Hong Kong University of Science & Technology in
areas of researches and developments. He is also a Consultative Professor of Zhejiang University and a Lecture
Professor of Sichuan Union University in the PRC. Dr Chow’s enthusiasm in publiz services is evidenced in his
appointment in 2001 as the Vice Patron of The Community Chest in Hong Kong. He was also appointed as the
Honorary Consul of The Kingdom of Bahrain in Hong Kong in 2001. He also actively participates in various
professional bodies and associations on fraternal and Chinese affairs. To name a few, he is a Standing Committee
Member of the Chinese People’s Political Consultative Conference, Shanghai, the President of The Japan
Society of Hong Kong and the Chairman of the National Taiwan University-HK Alumni Association, etc. In
recognition of his contributions to local and overseas societies alike, Dr Chow was a'warded honorable decorations
from Britain, Belgium, France and Japan. Furthermore, Dr Chow was also awarded the Gold Bauhinia Star
from the Government of the HKSAR in 2004, Dr Chow is also an Executive Director and the Chairman of
Chevalier iTech Holdings Limited (“CiTL") (Stock Code: 508), a public company listed on the Stock Exchange
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FORM OF PROXY
FOR THE 2006 ANNUAL GENERAL MEETING

being the registered holder(s) of shares of
HK$1.25 each in the capital of CHEVALIER INTERNATIONAL HOLDINGS LIMITED (“the Company”), hereby

appoint

of

or failing him, the Chairman of the Meeting as my/our proxy to attend and vote for me/us on my/our behalf at the
Annval General Meeting of the Company to be held at 22nd Floor, Chevalier Commercial Centre, 8 Wang Hoi Road,
Kowloon Bay, Hong Kong on Thursday, 28th September, 2006 at 10:30 a.m. and at any adjournment thereof on the
undermentioned resolutions as indicated and if no such indication is given as my/our proxy thinks fit:

ORDINARY RESOLUTIONS FOR AGAINST
1. To receive and consider the audited financial statements and the
Reports of the Directors and Auditors for the year ended 31st
March, 2006.
To declare a final dividend.
3. (a) (i) To re-elect Mr SUN Kai Dah, George as Director.
(ii} To re-elect Dr CHOW Yei Ching as Director.
(ii) To re-elect Mr KUOK Hoi Sang as Director.
(iv) To re-elect Mr FUNG Pak Kwan as Director.
(v) To re-elect Mr TAM Kwok Wing as Director.
(vi) To re-elect Mr KAN Ka Hon as Director.
(vii) To re-elect Dr CHOW Ming Kuen, Joseph as
Director.
(b} To authorize the Board of Directors to fix the remuneration
of the Directors.
4, To appoint PricewaterhouseCoopers as auditors of the Company
and authorize the Board of Directors to fix their remuneration.
5. To grant a general mandate to the Directors 1o allot, issue and
deal with additional shares of the Company.
6. To grant a general mandate to the Dircctors to repurchase shares
of the Company.
7. To extend the general mandate to the Directors to allot, issue
and deal with additional shares of the Company.
Signature: Date:
Notes:
{1} Full name(s) and address must be inserted in BLOCK CAPITALS.
f2) Please insert the number of shares registered in your name(s). If no number is inserted, this form of proxy witl be deemed to relate to all
the shuares in the capital of the Company regisiered in your name(s).
(E2] Please indicate with an X" in the relevant box how vou wish the proxy te vote an your behalf. If this form of proxy is returned without
any indication, you will be deemed to have quthorized your proxy to vote ar absigin from voting as he thinks fir.
(4) Any alteration made to this form of proxy must be initialled.
(5) Any member entitled to attend and vote is entitled to appoint proxy(ies) to attend instead of him and to vote on a poll. A proxy need not be
a member of the Company.
(6) If the shareholder is a corporation, this form of proxy musi be executed under its common seal or under the hand of an officer or allorney
duly authorized on its behalf.
(7} In the case of joint shareholder. 1he vote of the senior who tenders a vote, whether in person or by proxy, will be accepted ter the exclusion
of the votes of the other joint shareholder(s) and for this purpose seniority will be determined by the order in which the names stand in the
Register of Members.
(8) To be valid, this form of proxy together with the power of attorney or other authoriry, if any, under which it is signed must be completed

and deposited at the Company’s Branch Share Registrars in Hong Kong, STANDARD REGISTRARS LIMITED at the 261h Floor, Tesbury
Centre, 28 Queen’s Road Fast, Wanchai, Hong Kong not less than 48 hours before the time fixed for holding the meeting or any adjourned
meeting thereof.

*  For ideniification purpose only
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and is a subsidiary of the Company. Dr Chow is a Director of certain companies of the Group and CiTL Group.
He has a personal interest of 147,738,359 shares representing 53.03% of the Company and personal interest of
6,815,854 shares and is also deemed Lo have a corporate interest of 104,198,933 shares representing 3.98%
and 60.81% respectively in the issued share capital of CiTL within the meaning of Part XV of the SFO. He is
the father of Mr Chow Vee Tsung, Oscar, an Executive Director of the Company.

Save as disclosed above and as at the Latest Practicable Date, Dr Chow has not held any directorship in any
listed public companies in the last three years and does not hold any position in any member of the Group
nor does he have any relationship with any other Directors, senior management, substantial shareholders or
controlling shareholders of the Company and any interests in the shares of the Company. There is neither any
service contract between the Company and Dr Chow nor any specified term for the length or proposed length
of service with the Company in respect of the directorship. Dr Chow is subject to retirement by rotation and
re-election in accordance with the Company's Bye-laws. The director's emoluments of HK3$8,819,000 were
paid to Dr Chow during the year ended 31st March, 2006 as determined by the Board with reference to the
Company’s performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

Mr KUOK Hoi Sang, Executive Director and Managing Director, aged 56, joined Chevalier Group in 1972
and is an Executive Director of CiTL (Stock Code: 508), a public company listed on the Stock Exchange and
a subsidiary of the Company. Mr Kuok is a Director of certain companies of the Group and CiTL Group. He
is the President of The Lift and Escalator Contractors Association in Hong Kong, the Vice-Chairman of the
Hong Kong - China Branch of The International Association of Elevator Engineers and a Registered Lift and
Escalator Engincer in Hong Kong. He is a member of Chinese People’s Political Consultative Conference,
Guangzhou. Mr Kuok has extensive experience in business development and is responsible for the strategic
planning and management of the operations of lifis and escalators, building construction, building materials
and supplies, aluminium works, electrical and mechanical services, civil engineering, property development
as well as investment projects of the Chevalier Group. He has a personal interest of 98,216 shares of the
Company and of 2,400,000 shares of CiTL within the meaning of Part XV of the SFO.

Save as disclosed above and as at the Latest Practicable Date, Mr Kuok has not held any directorship in any
listed public companies in the last three years and does not hold any position in any member of the Group
nor does he have any relationship with any other Directors, senior management, substantial shareholders or
controlling shareholders of the Company and any interests in the shares of the Company. There is neither any
service contract between the Company and Mr Kuok nor any specified term for the length or proposed length
of service with the Company in respect of the directorship. Mr Kuok is subject to retirement by rotation and
re-election in accerdance with the Company’s Bye-laws. The director's emoluments of HK$4,320,000 were
paid 1o Mr Kuok during the year ended 31st March, 2006 as determined by the Board with reference to the
Company's performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions,

Mr FUNG Pak Kwan, Executive Director, aged 54, joined Chevalier Group in 1974 and is an Executive
Director and the Managing Director of CiTL {Stock Code: 508), a public company listed on the Stock
Exchange and a subsidiary of the Company. Mr Fung is a Director of certain companies of the Group and
CiTL Group. He is the Advisor of the executive committee of the Guangdong Federation of Industry &
Commerce and Guangdong Chamber of Commerce. Mr Fung is responsible for Chevalier Group’s sirategic
planning and management of operations of subsidiaries which focus on a wide range of voice and data
communication equipment and services, system integrated IT solutions as well as the sale of business
machines, computer systems and equipment, telephone systems and relevant after-sales services. He also
actively involves in the planning of investment and development projects, environmental engineering,
automobile, hotel business in North America and food & beverage business of the Chevalier Group. He has a
personal interest of 93,479 shares of the Company and of 2,580,000 shares of CiTL within the meaning of
Part XV of the SFO.

Save as disclosed above and as at the Latest Practicable Date, Mr Fung has not held any directorship in any
listed public companies in the last three years and does not hold any position in any member of the Group
nor does he have any relationship with any other Directors, senior management, substantial shareholders or
controlling shareholders of the Company and any interests in the shares of the Company. There is neither any
service contract between the Company and Mr Fung nor any specified term for the length or proposed length
of service with the Company in respect of the directorship. Mr Fung is subject to retirement by rotation and
re-election in accordance with the Company’s Bye-laws. The director’s emoluments of HK$3,214,000 were
paid to Mr Fung during the year ended 31st March, 2006 as determined by the Board with reference to the
Company's performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

Mr TAM Kwok Wing, Executive Director, aged 45, joined Chevalier Group in 1986. Mr Tam is a Director
of certain companies of the Group. Apart from his participation in running the insurance underwriting
business together with property development, property management and cold storage warehousing divisions,
he is also responsible for legal affairs, general administration, human resources management, corporate
communications and travel agency business of Chevalier Group. Mr Tam holds a Bachelor Degree in Laws



from the Beijing University of the PRC, a Master of Arts Degree from City University of Hong Kong and a
Postgraduate Diploma in Corporate Administration from The Hong Kong Polytechnic University. He is also
fellow members of the Chartered Institute of Arbitrators, the Institute of Chartered Secretaries and
Administrators in the U K. and the Hong Kong Institute of Chartered Secretaries. Presently, he also serves as
an Honorary Secretary of the Insurance Claims Complaints Bureau and Chairman of Activities Committee as
well as Councii Member of The Hong Kong Association of Property Management Companies. He has a
personal interest of 169,015 shares and a family interest of 32,473 shares of the Company and personal
interest of 400,000 shares and family interest of 10,400 shares of CiTL within the meaning of Part XV of the
SFO.

Save as disclosed above and as at the Latest Practicable Date, Mr Tam has not held any directorship in any
listed public companies in the last three years and does not hold any position in any member of the Group
nor does he have any relationship with any other Directors, senior management, substantizl shareholders or
controlling shareholders of the Company and any interests in the shares of the Corapany. There is neither any
service contract between the Company and Mr Tam nor any specified term for the length or proposed length
of service with the Company in respect of the directorship. Mr Tam is subject to retirement by rotation and
re-election in accordance with the Company’s Bye-laws. The director’s emoluments of HK$1,806,000 were
paid to Mr Tam during the year ended 31st March, 2006 as determined by the Board with reference to the
Company’s performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

6. Mr KAN Ka Hon, Executive Director and Company Secretary, aged 55, joined Chevalier Group in 1986 and
is also an Executive Director and Company Secretary of CiTL (Stock Code: 508), a public company listed on
the Stock Exchange and a subsidiary of the Company. Mr Kan is a Director and Company Secretary of
certain companies of the Group and CiTL Group. He is an Independent Non-Executive Director of Victory
City International Holdings Limited (Stock Code: 539) and Easyknit Enterprises Holdings Limited (Stock
Code: 616), both are public companies listed on the Stock Exchange. He is responsible for management of
the Chevalier Group’s accounting and treasury, corporate finance, investment, pension fund and company
secretarial activities. Mr Kan holds a Bachelor Degree in Science from The University of Hong Kong and is
a fellow member of The Association of Chartered Certified Accountants in the U.K. and a member of the
Hong Kong Institute of Certified Public Accountants. He has a personal interest of 29,040 shares of the
Company and of 451,200 shares of CiTL within the meaning of Part XV of the SFO.

Save as disclosed above and as at the Latest Practicable Date, Mr Kan has not held any directorship in any
listed public companies in the last three years and does not hold any position in any member of the Group
nor does he have any relationship with any other Directors, senior management, substantial shareholders or
controlling shareholders of the Company and any interests in the shares of the Company. There is neither any
service contract between the Company and Mr Kan nor any specified term for the length or proposed length
of service with the Company in respect of the directorship. Mr Kan is subject to retirement by rotation and
re-election in accordance with the Company’s Bye-laws. The director’s emoluments of HK$2,146,000 were
paid to Mr Kan during the year ended 31st March, 2006 as determined by the Hoard with reference to the
Company’s performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

7. Dr CHOW Ming Kuen, Joseph, aged 64, was appointed as an Independent Non-Exccutive Director in 2002
and a member of the Audit Committee and Remuneration Committee of the Company. He is the Chairman of
Joseph Chow & Partners Lid. as well as an independent non-executive director & chairman of PYI Corporation
Limited (Stock Code: 498), an independent non-executive director of Build King Holdings Limited (Stock
Code: 240) and director of Wheelock Properties Limited (Stock Code: 49). He has over 40 years of experience
in the planning, design and construction of many major engineering projects in the U.K., Middle East, the
PRC and Hong Kong. He is currently the Chairman of the Construction Workers Registration Authority, a
Member of Chinese People’s Political Consultative Conference of Shanghai as well as Hon. Senior
Superintendent of the Hong Kong Auxiliary Police Force. He was previously the President of The Hong
Kong Institution of Engineers, Chairman of Heng Keong Engineers’ Registration Board, Hong Kong
Examinations and Assessment Authority and Pamela Youde Nethersole Eastern Hospital Governing Committee
as well as a Member of the Hong Kong Housing Authority and Hoespital Authority.

Save as disclosed above and as at the Latest Practicable Date, Dr Joseph Chow has not held any directorship
in any listed public companies in the last three years and does not hold any position in any member of the
Group nor does he have any relationship with any other Directors, senier management, substantial sharcholders
or controlling shareholders of the Company. He does not have any interests in the shares of the Company
which are required to be disclosed under Part XV of the SFO. There is neither any service contract between
the Company and Dr Joseph Chow nor any specified term for the length or proposed length of service with
the Company in respect of the directorship. Dr Joseph Chow is subject to retirement by rotation and re-
election in accordance with the Company’s Bye-laws. The director’s emoluments of HK$150,000 were paid
to Dr Joseph Chow during the year ended 31st March, 2006 as determined by the Board with reference to the
Company’s performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

In relation to the re-election of the above Directors, there is no information to be disclosed pursuant to any
of the requirements of the provisions of rules 13.51(2)}{h) to 13.51(2)(v) of the Listing Rules, and there is no other
matter which needs 10 be brought to the attention of the shareholders of the Company.
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APPOINTMENT OF NEW AUDITORS

Resolution 4 to be proposed at the 2006 Annual General Meeting, if passed, will appoint Messrs.
PricewaterhouseCoopers as the auditors of the Company in place of the retiring auditors. Messrs. Deloitte Touche
Tohmatsu who will hold office until holding of the 2006 Annual General Meeting and who do not seek re-election at
the 2006 Annual General Meeting. The retirement of Messrs. Deloitte Touche Tohmatsu is due to the level of audit
fees and its available internal resources in the light of current work flows. Messrs. Deloitte Teuche Tohmatsu has
advised the Company that there is no representation regarding its retirement that needs to be brought to the attention
of the shareholders or creditors of the Company.

SHARE ISSUE MANDATE

Resolution 5 to be proposed at the 2006 Annual General Meeting (“Resolution 57) relates to the granting of a
general mandate which will empower the Directors of the Company to issue new Shares not exceeding 20 per cent
of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of the resolution
(including making and granting offers, agreements and options which would or might require Shares to be issued,
allotted or disposed of} during the period up to the next annual general meeting of the Company, or at the expiration
of the period within which the next annual general meeting of the Company is required by law to be held, or on
revocalion of Resolution 5 by an ordinary resolution of the sharehelders at general meeling, whichever is the
earliest.

As at the Latest Practicable Date, there were 278,582,090 Shares in issue. Therefore, subject to the passing
of the proposed Resolution 5 at the 2006 Annual General Meeting and on the assumption that no additional Shares
will be issued and that prior to the date of the proposed resolution, no Shares will be repurchased by the Company,
the Company would be allowed under the mandate to issue a maximum of 55,716,418 Shares.

REPURCHASE OF SHARES

The Company is allowed by its Memorandum of Association and Bye-laws and the Companies Act 1981 of
Bermuda (as amended) to repurchase its own Shares. Its Bye-laws also allow it to provide financial assistance for
the purpose of purchasing its own Shares.

Resolution 6 to be proposed at the 2006 Annual General Meeting (“Resolution 6”) relates to the granting of a
general mandate to the Directors of the Company to repurchase, on the Stock Exchange, the Shares up to a
maximum of 10 per cent of the issued share capital of the Company as at the date of the proposed resolution (*the
Repurchase Proposal™).

The Shares to be purchased by the Company are fully paid-up. As at the Latest Practicable Date, there were
278,582,090 Shares in issue. Therefore, subject to the passing of the proposed Resolution 6 at the 2006 Annual
General Meeting and on the assumption that no additional Shares will be issued and that prior to the date of the
proposed resolution, no Shares will be repurchased by the Company, the Company would be allowed under the
mandate to repurchase a maximum of 27,858,209 Shares.

REASONS FOR REPURCHASE

The Directors of the Company believe that the Repurchase Proposal is in the interests of the Company and
its shareholders, Trading conditions on the Stock Exchange have sometimes been volatile in recent years and there
have been occasions when Shares were trading at a substantial discount to their underlying net asset value. Repurchases
of the Shares may enhance the Company's net asset value per Share and earnings per Share. In these circumstances,
the ability of the Company to repurchase the Shares can be beneficial 1o those shareholders who retain their
investment in the Company since their percentage interest in the assets of the Company would increase in proportion
to the number of Shares repurchased by the Company. Furthermore, exercise of the mandate granted under the
Repurchase Proposal by the Directors of the Company would increase the trading volume of the Shares on the Stock
Exchange.

The Directors of the Company do not expect there to be any material adverse impact on the working capital
or gearing position of the Company, as compared with the position disclosed in the latest audited financial statements
of the Company for the year ended 31st March, 2006, as a result of repurchases made under the Repurchase
Proposal even if the mandate is exercised in full. However, no purchase would be made in circumstances that would
have a material adverse impact on the working capital or gearing position of the Company (as compared with the
position disclosed in the latest published audited financial statements) unless the Directors of the Company consider
that such purchases would be in the best interests of the Company notwithstanding such material adverse impact.

FUNDING OF REPURCHASES

In repurchasing the Shares, the Company may only apply funds legally available for such purpose in accordance
with its Memorandum of Association and Bye-laws and the Companies Act 1981 of Bermuda (as amended) which
provide that the Shares may be repurchased out of the profits of the Company and/or out of the proceeds of a fresh
issue of the Shares made for this purpose and/or even cut of the capital paid up on the repurchased Shares.
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DISCLOSURE OF INTERESTS

The Directors of the Company have undertaken to the Stock Exchange to exercise the power of the Company
to make repurchases pursuant to the proposed Resolution 6 in accordance with the Listing Rules and all applicable
laws.

None of the Directors of the Company nor, to the best of their knowledge having made all reasonable
enquiries, any of their associates presently intend to sell the Shares to the Company under the Repurchase Proposal
in the event that the Repurchase Proposal is approved by shareholders at the 2006 Annual General Meeting,

Meanwhile, the Company has not been notified by any connected persons of the Company that they have a
present intention to sell any Shares, or that they have undertaken not to sell any Shares held by them to the
Company, in the event that the Repurchase Proposal is approved by shareholders at the 2006 Annual General
Meeting.

If, on the exercise of the powers granted under the Repurchase Proposal, a saareholder’s proportionate
interest in the voting rights of the Company increases, such increase will be treated as an acquisition for the purpose
of rule 32 of the Hong Kong Code on Takeovers and Mergers (the “Takeovers Code™). As a result, a shareholder or a
group of shareholders acting in concert (within the meaning under the Takeavers Code), depending on the level of
such increase, may obtain or consolidate control of the Company and thereby obliged to make a mandatory general
offer in accordance with rule 26 of the Takeovers Code.

As at the Latest Practicable Date and insofar the Directors of the Company are aware of, the substantial
shareholders of the Company are as follows:—

Number of % of Issoed Share Capital
underlying if power
Shares held is exercised
(under equity in full to
Name of Substantial Number of derivatives of repurchase
Shareholder Capacity Shares held the Company) at present Shares
(%) (%)
CHOW Yei Ching Beneficial owner 147,138,359 - $3.03 58.92
MIYAKAWA Michiko Beneficial owner 147,738,359 - 53.03 58.92
{Note I)
The Goldman Sachs Interest of controlted - 19341114 10.53 L.
Group, Inc. corporation {Note 2)
Goldman Sachs Interest of controtled - 26,339,286 9.45 10.51
(UK LL.C. corporation {Note 3)
Goldman Sachs Group Interest of coatrolled - 16,339,286 9.45 10.51
Holdings (U.K.) corperation {Note 3)
Goldman Sachs Interest of controlled - 26,339,286 9.45 10.51
Holdings (U.K.) corporation {Note 3)
Goldman Sachs Beneficial - 26,339,286 945 10.51
[nternational owner (Note 3)
The Goldman, Sachs Intesest of controlled 3,001,888 - 1.08 120
& Co. LLC. carporation {Note 4)
Goldman Sachs Beneficial 3,001,388 - 1.08 1.20
& Co owner {Note 4)
Notes:

n Under Part XV of the SFO, Ms Miyakawa Michiko, the spouse of Dr Chow, wa: deemed to be interested in the
same parcel of 147,738,359 Shares held by Dr Chow.

2) The Goldman Sachs Group, Inc. is taken to have an interest in the 3,001,888 Sharcs held by Goldman Sachs & Ce
and the 26,339,286 Shares that would be held by Goldman Sachs International upon full conversion of the
HK$450,000,000 2.125 per cent. convertible bonds due 2011 (the “Bonds") held by Goldman Sachs International
at the initial conversion price of HK$11.20 per Share. The Bonds are issued by the Company to Goldman Sachs
International on 26 July 2006. Goldman Sachs & Co and Goldman Sachs International are both wholly-owned

subsidiaries of The Goldman Sachs Group, Inc.




(3) Goldman Sachs (UK) L.L.C., Goldman Sachs Group Heldings (U.K.} and Goldman Sachs Holdings (U.K.} are
taken to be interested in the 26,339,286 Shares that would be held by Goldman Sachs International upon full
conversion of the Bonds at the initial conversion price of HK$11.20 per Share. Geldman Sachs International is
99% owned by Goldman Sachs Holdings (U.K.} and 100% held by Goldman Sachs Group Holdings (U.K.) and
Goldman Sachs (UK) L.L.C..

(4) The Goldman, Sachs & Co. L.L.C. is taken to be interested in the 3,001,888 Shares held by Goldman Sachs & Co.
Goldman Sachs & Co is owned as to 99.8% by The Goldman Sachs Group, [nc. and the remaining 0.2% by The
Goldman, Sachs & Co. L.L.C. (which is a wholly-owned subsidiary of The Goeldman Sachs Group, Inc.).

In the event that the Directors of the Company shall exercise in full such powers under the Repurchase
Proposal and on the basis that there is no other change in the then issued share capital of the Company, the interest
of the above substantial shareholders would be increased to approximately the percentage shown in the last column
above, The Directors of the Company consider that such increase would not give rise to an obligation 1o make a
mandatory offer under rule 26 of the Takeovers Code. The number of Shares held by the public would not fall below
25% of the issued share capital of the Company.

SHARE PRICES

The highest and lowest prices at which the Shares have been traded on the Stock Exchange during each of
the previous twelve months prior to the Latest Practicable Date were as follows:-

Highest Lowest

HKS HK$

August 2005 8.95 8.10
September 2005 8.25 7.70
October 2005 7.80 6.80
November 2005 7.85 6.85
December 2005 8.55 7.60
January 2006 8.10 7.50
February 2006 7.95 7.55
March 2006 8.20 7.60
April 2006 9.50 §.00
May 2006 9.35 8.75
June 2006 10.00 8.75
July 2006 10.55 9.00
August 2006 9.45 8.80
September 2006 (up to Latest Practicable Date) 9.30 9.18

REPURCHASE OF SHARES MADE BY THE COMPANY

The Company has not purchased any of its Shares (whether on the Stock Exchange or otherwise) in the six
months preceding the date of this circular.

EXTENSION OF SHARE ISSUE MANDATE

Resolution 7 to be proposed at the 2006 Annua! General Meeting (“Resolution 77) relates to the extension of
the 20 per cent general mandate to be granted. Subject to the passing at the 2006 Annual General Meeting of
Resolution 5, Resolution 6 and Resolution 7, the Directors of the Company will be given a general mandate (o add
all those number of Shares which may from time to time be purchased under the Repurchase Propoesal to the 20 per
cent general mandate, thus, the limit of the share issue mandate would include, in addition to the 20 per cent limit as
aforesaid, the number of Shares repurchased under the Repurchase Proposal.

2006 ANNUAL GENERAL MEETING
The notice convening the 2006 Annual Generzl Meeting is set out on pages 9 to 10 of this circular.

A form of proxy for use at the 2006 Annual General Meeting is being sent to the shareholders together with
this circular. Whether or not you are able to attend the meeting, please complete the accompanying form of proxy in
accordance with the instructions printed thereon and return the same to the Company’s Branch Share Registrars in
Hong Kong, Standard Registrars Limited at 26th Floor, Tesbury Centre, 28 Queen's Road East, Hong Kong as soon
as possible and in any event not later than 48 hours before the time appointed for holding the meeting or any
adjourned meeting. Completicn and delivery of the form of proxy will not preclude you from attending and voting
at the 2006 Annual General Meeting if you so wish.




PROCEDURES BY WHICH SHAREHOLDERS MAY DEMAND POLL

Pursuani to Bye-faw 76 of the Bye-law of the Company, a resolution put to vote at a general meeting shall be
decided on a show of hands unless a pell is (before or on the declaration of the result of the show of hands)
demanded by:

(i) the chairman of the meeting; or

(ii) at least three shareholders present in person or by proxy or by representative for the time being
entitled to vote at the meeting; or

(iii)  any shareholder or shareholders present in person or by proxy or by representative and representing
not less than one-tenth of the 1otal voting rights of all the shareholders having the right to vote at the
meeting; or

{iv)  any shareholder or shareholders present in person or by proxy or by representative and holding shares in
the Company conferring a right to vote at the meeting being shares on which an aggregate sum has been
paid up equal to not less than one-tenth of the total sum paid up on all the shares conferring that right.

If a poll is demanded otherwise than on the election of a chairman of the meeting or on any question of
adjournment, it shall be taken in such manner at such time and place. not being more than 30 days from the date of
the meeting or adjourned meeting at which the poll was demanded, as the chairman of the meeting directs. No
notice needs to be given of a poll not taken immediately. The result of the poll shall be deemed to be the resolution
of the meeting at which the poll was demanded. The demand for a poll may be withdrawn,

Unless a poll is so demanded and the demand is not withdrawn, a declaration of the result on a show of
hands by the chairman of the meeting and an entry to that effect in the minutes book shall be conclusive evidence of
the voting result.

RECOMMENDATION

The Directors consider that the re-election of the retiring Directors, the appointment of new auditors, the
Share Issue Mandate, the Repurchase Proposal and the Extension of Share Issue Mandate are in the best interests of
the Company and its shareholders and accordingly recommend all the shareholders to vote in favour of the relevamt
resolutions to be proposed at the 2006 Annual General Meeting.

Yours faithfully
For and on behalf of the Board
Chevalier International Holdings Limited
CHOW Yei Ching
Chairman and Managing Director




NOTICE OF 2006 ANNUAL GENERAL MEETING

*

CHEVALIER INTERNATIONAL HOLDINGS LIMITED

HiIBBREEERA2T"

(Incorporated in Bermuda with limited liability)
(Stock Code: 25)

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Shareholders of the Company will
be held at 22nd Floor, Chevalier Commercial Centre, 8 Wang Hoi Road, Kowloon Bay, Hong Kong on Thursday,
28th September, 2006 at 10:30 a.m. for the following purposes:—

As Ordinary Business

1. To receive and consider the audited financial statements and the Reports of the Directors and Auditors
for the year ended 31st March, 2006.

2. To declare a final dividend.
3. To re-elect retiring Directors and authorize the Board of Directors to fix their remuneration.
4, To appoint Auditors and authorize the Board of Directors to fix their remuneration.

And as Special Business, to consider and, if thought fit, pass with or without modification the following
resolutions as Ordinary Resolutions:—

ORDINARY RESOLUTIONS

5. “THAT:

(a)

(b}

(c)

(d)

subject to paragraph (c) below. the exercise by the Directors of the Company during the
Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue and
deal with additional shares in the capital of the Company and to make or grant offers, agreements
and options which might require the exercise of such powers be and is hereby generally and
unconditionally approved;

the approval in paragraph (a) shall authorize the Directors of the Company during the Relevant
Period to make or grant offers, agreements and options which might require the exercise of -
such powers after the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to an option or otherwise) by the Directors of the Company
pursuant to the approval in paragraph (a), otherwise than pursuant to (i) a Rights Issue (as
hereinafier defined) or (ii) the exercise of subscription rights under any share option scheme
of the Company or {iii) an issue of shares as scrip dividends pursuant to the Bye-laws of the
Company from time to time, shall not exceed 20% of the aggregate nominal amount of the
share capital of the Company in issue as at the date of passing of this Resolution and the said
approval shall be limited accordingly; and

for the purposes of this Resolution and Resolution 6:-

“Relevant Period” means the period from the passing of this Resolution until whichever is the
earliest of:—

(i) the conclusion of the next Annual General Meeting of the Company;
(i)  the expiration of the period within which the next Annual General Meeting of the

Company is required by the Bye-laws of the Company or any applicable law of Bermuda
to be held; and
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(iii)  the revocation or variation of this Resolution by an ordinary resolution of the
shareholders of the Company in General Meeting.

“Rights Issue” means the allotment, issue or grant of shares pursuant to an offer {open for a
period fixed by the Directors of the Company) made to sharecholders or any class thereof on
the Register of Members of the Company on a fixed record date pro rata to their then holdings
of such shares or class thereof (subject to such exclusion or other arrangements as the Directors
of the Company may deem necessary or expedient in relation to fractional entitlements of
having regard to any restrictions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in, any territory cutside Hong Kong).”

6, “THAT:

(a)

subject to paragraph {b) below, the exercise by the Directors of the Company during the
Relevant Period (as defined in Resolution 5(d) above) all powers of the Company to repurchase
its shares in the capital of the Company, subject to and in accordance with all applicable laws
and requirements of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited as amended from time to time, be and is hereby generally and
unconditionally approved; and

(b} the aggregate nominal amount of shares to be purchased by the Company pursuant to the
approval in paragraph (a) above during the Relevant Period shall not exceed 10% of the
aggregate nominal amount of the issued share capital of the Company on the date of this
Resolution and the authority pursvant to paragraph (a) above shall ke limited accordingly.”

7. “THAT the general mandate granted to the Directors of the Company to allot, issue and deal with

additional shares pursuant to Ordinary Resoclution set out in Resolution 5 be and is hereby extended
by the addition thereto of an amount representing the aggregate nominal amount of the share capital
of the Company which may be allotted or agreed conditionally or unconditionally to be allotted
pursuant to such general mandate the aggregate nominal amount of share in the capital of the Company,
repurchased by the Company under the authority granted pursuant to Ordinary Resolution set out in
Resolution 6, provided that such amount shall not exceed 10% of the aggregate nominal amount of
the issued share capital of the Company at the date of this Resolution.”

By Order of the Board
KAN Ka Hon
Company Secretary

Hong Kong, 5th September, 2006

Principal Place of Business:
22nd Floor, Chevalier Commercial Centre

8 Wang Hoi Road

Kowloon Bay, Hong Kong

Registered Office:
Canon's Court

22 Victoria Street
Hamilton, HM 12
Bermuda

Notes:

(a) A member entitled to attend and vote at the meeting convened by this notice is entitled to appoint one or more proxies 1o
attend and, in the event of a poll, to vote in his stead. A proxy need not be a member of the Company.

(b) In order 1o be valid, a form of proxy, together with the power of attorney or other authority (if any), must be deposited at
the Company’s Branch Share Registrars in Hong Kong, STANDARD REGISTRARS LIMITED at 26th Floor, Tesbury
Centre, 28 Queen's Road East, Hong Kong not less than 48 hours before the time appointed for holding the meeting or
any adjourned meeting.

{c) An explanatory statement regarding the proposals of re-electing the retiring Directors of the Company, appointing the new
auditors, granting general mandates to issue new shares and to repurchase own shares of the Company will be despatched
to the members of the Company together with this notice.

{d} Information on the retiring Directors are set out in pages 2 to 4 to this circular which this notice forms part.
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Financial Calendar

Event Date
Announcement of Interim Resulis 15th December, 2005
Announcement of Final Results 24th July, 2006
Book Close Dates
Interim & Special Dividend 3rd to 6th January, 2006
Final Dividend 21st to 25th August, 2006
Annual General Meeting 28th September, 2006

Payment of Dividends
Interim dividend of HK$0.20 per share and
Special dividend of HK$0.18 per share 12th January, 2008
Final dividend of HK$0.30 per share 5th October, 20086




Financial Summary|] /5 -G N
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(amount expressed in Hong Kong Doliars) < o 3
. [

~
\/"“\_,-\\‘
Lo
The following is a summary of the total assets, total liabilities, share capital and resu!ts of the Group for
the five years ended 31st March, 2006. 2
2002 2003 2004 2005 2006
Financials {$ Million) (Restated)
s T
Total assets (Note) 5176 5,392 6,003 6,453 6,936
Total liabilities {Note) 2,677 2,913 3,206 3,622 3,948
Minority interests (Note) 332 279 323 291 267
Shareholders' equity (Note) 2,167 2,200 2,474 2,540 2,721
Share capital (Number of shares
in issue: in million) 255 262 279 279 279
Turnover 3,339 3,332 3,199 4,290 5,237
Profit attributable to equity holders
of the Company (Note) 114 84 186 . 285 3
Per Share Basis (§)
Earnings (Note) 0.45 0.32 0.69 1.06 1.19
Dividend 0.175 0.175 0.30 0.45 0.68
Net asset value (at book value) (Note) 8.50 8.40 8.87 9.10 9.75
TURNOVER PROFIT
(s ill . ATTRIBUTABLE TO
illion}
I EQUITY HOLDERS
e ' OF THE COMPANY
i R ! {$ Million}
i M 14
l k8 k] -
_ ——J
] 4250
[ g
1523 -
05 (| JE:
o . Jm
EARNINGS AND DIVIDEND
(PER SHARE BASIS) -
(8} SHAREHOLDERS' EQUITY
{$ Million) '
oz - Jaer
.
03 [ — Jams
Dividend e - 2106 04 . Jaan
Earnings )11 05 | A s
06 (i ) ~Jam

Note: These figures for 2005 have been restated pursuant to the adoption of all applicable HKFRSs as explained in
Note 3 to the financial statements of 2006. Figures for 2004 and prior years have not been restated as it would
involve delay and expenses out of proportion to the benefit of shareholders.
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Financial Summary

{amount expressed in Hong Kong Doflars}

Construction and engineering ™

Insurance and investment
Property and hotel

Computer, information communication

technology, F&B and others

Total segment turnover

2006 Segment turnover

Segment results

Construction and engineering
Insurance and investment
Property and hotel

Computer, information communication

technology, F&B and others

Total segment results

1%

2006 Segment results

1%

38%

D Construction and . Insurance and
engineering investment

. 2006 2005
§ Mitlion $ Million
2,524 2,287
< 1,016 516
523 535
1,174 952
5,237 4,290
2005 Segment turnover
22%
54%
12%
2006 2005
$ Mitiion $ Mitlion
182 161
97 56
204 196
58 11
541 424

2005 Segment results
38%

13%
18%

3% Jy

Computer, information communication

D Property
and hotel technology, F&B and others

ANNUAL REPORT 2005 - 05 ]CHEVALIER INTERNATIONAL HOLDINGS LIMITEDH 3
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=
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‘Business Highlights ya

Major Events in 2005-06

(April 2005 - March 2006)

(
(Apd 2003

Chevalier Pipe Technologies
Limited took part in a global
trade fair and held a launch
party in Munich, Germany

o Chevalier (Aluminium
Engineering) Limited was
awarded the KIL 11151,
Clympic Station, Kowloon -

RZuZ e, uma Ji“

Tower 3, 5 and 6 (Package 1)
project

\.

" )
(MNay 3008 ]
o Chevalier (Aluminium Engineering) Limited
was awarded a residential project at Ngau

Tam Mei Road, Yuen Long

\. J

( (e 5008

State-Owned Corpoeration of 2004” by Xinyang Government

Chevalier (Aluminium
Engineering) Limited
was awarded the Tokyo
Interior Furniture project

¢ Chevalier Hotel — Xinyang was awarded the “Ten Best Non-




w\%‘\\ (| Business Highlights ||

—/

”[My

o Announcement of 2004-05 annual results

o Chevalier (Envirotech)
Limited was awarded the
“Supply and Installation
of Electrical and
Mechanical Equipment
for Tai Po Sewage
Treatment Works Stage
V Phase |" project by
Drainage Services
Department

0 Chevalier {Construction)
Co., Ltd. was awarded a contract to build the Hong Kong Community
College at the Hong Kong Polytechnic University

\ J

( (Goprember 5006

Celebration of Chevalier [} -
T Group's 35th anniversary

o 2005 Annual General Meeting

-

((Pacbes 5068 N

O The Lifts & Escalators Division was awarded 6 prizes
in the "Quality Public Housing Construction and
Maintenance Awards 2005"

o Chevalier (Chengdu} Investment Management Limited
acquired 44% of It IR FHELEMRBER A

- /

ANNUAL REPORT 2005 - 06 I CHEVALIER INTERNATIONAL HOLDINGS LIMIT EDH 7
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Business Highlights ] [M wZ C

(( 200’5

© Chevalier (Aluminium
Engineering) Limited
was awarded the
Citygate Hotel Tower
project

Chevalier Group
sponsored Chevalier
Cup Race Day for
the 10th consecutive

year
o
p
( December 2008

© Announcement of 2005-06 Interim Results

o Chevalier Pipe Technologies Limited signed a
Memorandum of Understanding with Sekisui
Chemical Co Ltd. to jointly develop the US market

o Generator Department of Air-conditioning Division
was awarded Sands Casino project in Macau

0 Air-conditioning Division was awarded Grand
Lisboa project in Macau

Or Y C Chow, Chairman & Managing Director of
the Group, was awarded DHL/SCMP Business
Award 2005 - Owner-Operator Award

8 ICHEVALIER INTERNATIONAL HOLDINGS LIMITED[ ANMNUAL REFORT 2005 - 06



.,ﬂq\”ﬁ?ﬁﬂm M\ Business Highlights

K : 0 Chevalier Group signed contract
with Qiyang Group of Sichuan to
jointly invest in the dealerships of
Toyota and Nissan cars

Nissan Dealership launched in
Chengdu

A RNTR TR NFIEH ]

T

o Chevalier (Aluminium Engineering)
Limited was awarded Phase 3
Redevelopment of the Hong Kong
Sanatorium Hospital project

o Chevalier {Envirotech) Limited was awarded Meritorious Awards in "Construction
Sites Housekeeping Award Scheme (2005)"

o Chevalier M & E Consortium was
awarded Silver Award in the Civil
Engineering Sites - Sub-
contractors category of
“Construction Industry Safety
Award Scheme 2005 / 2006™

Action Honda in Canada was
awarded 2006 Honda Quality
Dealer Award

o Chevalier Group and Chevalier
Property Management Limited were awarded “Caring Company Logo”

o The Lifts & Escalators Division was awarded a contract to install 30 lifts and 5
escalators at Chengdu Shangri-La Hotel and Office Development

\. J

(Sch§2008 )

Q Toyota Dealership launched in Chengdu

ANNUAL REPORT 2005 - 06 ] CHEVALIER INTERNATIONAL HOLDINGS umiteo| @
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Chairman’s Statement|| 5 w7

The Board of Directars is pleased to report to
shareholders that the Group continued its
strong performance and delivered another
year of good results. Benefited from the
general recovery of the Hong Kong econamy
and the robust property market in the PRC in
the first half of 2005, all the Group's different
segments, namely Construction and
Engineering, Insurance and Investment,
Property and Hotel as well as IT and Food
and Beverage boasted impressive turnover
contribution. Total turnover of the Group
increased to HK$5,237 million, up 22% when
compared with the previous financial year
(2005: HK$4,290 million). Profit attributabie
to equity holders of the Company was HK$331
million, up 12% fraom last year's (2005:
HK$295 million), and basic earnings per share

were HK$1.19 (2005: HK$1.08). Excluding the

[y CriraD S Chinig,
HK$30.7 million (2005: HK$44.2 million) Erieinar aiw Mk Ebadir

L= _

surplus from revaluation of property, operating

profit increased from HK$250.8 million to HK$300.3 million, representing an increase of 19%.

DIVIDEND

The Board of Directors recommend the payment of a final dividend of HK$0.30 (2005:HK$0.25) per
share payable to shareholders whose names appear on the Register of Members of the Company on
Friday, 25th August, 2006. Together with the interim dividend of HK$0.20 (2005: HK$0.20) and special
dividend of HK$0.18 (2005: Nil) per share paid in January 2008, the total dividends for the year
amounted to HK$0.68 (2005: HK$0.45) per share, 51% more than last year and representing a
dividend payout of 57%. Subject to the approval of shareholders at the forthcaming Annual General

Meeting, the dividend warrants will be distributed and paid on or about Thursday, 5th October, 20086,

TO | CHEVALIER INTERNATIONAL HOLDINGS LrMITEDI ANNUAL REPORT 2005 - 06
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Construction and Engineering N ~

~

During the year, turnovef of this segment %creased by 10% to HK$2,524 million with operating profit
at HK$182 million, up 13% from Iast ysar 's. The overall percentage of operating profit to turnover

remained at around 7%.

Keen competition in both the Hong Kong and Singapore markets adversely affected the performance

of the Lifts and Escalators Division. However, wilh the properly market in Hong Kong and Singapore

showing signs of recovery, and the division having . ~
been recently awarded contracts to install lifts and
escalators for renowned projects in Mainland China
such as the Chengdu Shangri-La Hotel and office
development and the Dalian Commodity Tower, the
division expects to remain its profit contribution in

the coming year.

The Aluminium Windows and Curtain Walls Division
performed well during the year due to cyclical
improvement in construction market. Supported by
an advanced manufacturing plant in Mainland China,

a strong design engineering team in Australia and

teams of seasoned project management | pmgn of sy ool e CmERe S T

L vy

professionals, the division is able to complete any
job smoothly, on time and within budget. It has also recently secured foothold in Japan and Shanghai,

marking the extension of its geographical reach. Major contracts in progress during the year included;

- Tower 21, Union Square of Kowloon Station
- Citygate Hotel in Tung Chung

- Kowloon Bus Depots in Mei Fu

- Hongkong Sanatorium Hospital Phase 3

- MGM Grand Hotel in Macau

ANNUAL REPORT 2005 - 06 ICHEVALIER INTERNATIONAL HOLDINGS LIMITED I 11
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Cantribution from projects in Macau boosted
the performance of the Environmental,
Electrical and Mechanical Engineering
Division. Major contracts in progress

included:

- Supply and installation of electrical
and mechanical equipment for Tai Po
Sewage Treatment Works Stage V
Phase |

- Enhancement of Hypochlorite Dosing

Plant for CLPP Power Station neterlitiam aff T oyl or ©hnapad) 0 S (REEE 00 Oresin oliedi &
inde gcons oo
- Supply and instaliation of Combined ~

Heat and Power Generating Set System at Shek Wu Hui Sewage Treatment Works
- Electrical installation for a hotel development in Hung Hom Bay
- Mechanical installation for Wynn Resorts and its extension in Macau

- HVAC System installation for Grand Lisboa Hetel and Casino in Macau

The Building Construction Division performed within

expectation with results affected by market competition.
The total value of contracts the division has on hand
amounted to approximately HKS$605 million. Major

d | contracts in progress during the year included:

— Hong Kong Jockey Club Enterprise Centre at the
Hong Kong University of Science and Technology

— Hong Kong Community College Development at
Hong Kong Polytechnic University

— International school in Ma ©n Shan for the English
Schools Foundations

- Primary school in Area 12, Yuen Long, the New

Territories

Ehirvsticy wEy apearie e axEd @ iat Hie Kn

KonoREommunivREol e ol R HER On GRK 0D OB D! GEATIC
University]

.
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__The Chivalier Pipe fesnn logies. Group,.("CPT") pools
(mtogether all pipe reha 'I'r@fn Br;pertise*'g'f Chevalier
companie:s in sales and techniEal solutign, technology
support and construction. It will Gontfnue to restructure
operation to improve efficiency. All CPT companies, like
NordiTube Belgium, RibLoc Australia and Chevalier Pipe
Rehabilitation Hongkong reported increased turnover for the

reporting year.

In addition to the already established businesses of CPT,
Chevalier's latest acquisition of Kanal-Muller-Gruppe GmbH
(*KMG"} is expected to give CPT a major impetus for growth
in Europe. With 50 years of success and leadership in pipe

maintenance and rehabilitation in Europe, KMG has been

one of the region’s leading companies in the field of | fpw wtistihtm gregects of Sy o of e

e . . . i el Fewe S fie @ o Fhmbeg,

trenchless sewer rehabilitation. A pioneer in Cured in Place | @y
"

R

technologies, KMG played an instrumental role in developing

the German market for the patented technologies in the early
nineties and has championed related technological and

environmental standards.

With KMG on board since 2004, the Pipe Technologies
Division has evolved from a local specialist into a major
player in Europe and the Middle East with an enlarged

portfolio of applications in pipe rehabilitation and construction,

. —/ waste disposal and industrial pipe infrastructure.

Insurance and Investment

Turnover of the segment increased from HK$516 million last year to HK$1,015 million this year, and
its profit contribution increased substantially from HK$56 million to HK$97 million. The tremendous
increase was made up mainly of investment income, which grew in line with the worldwide financial

market upturn during the year under review.
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Our investment objective is to achieve good financial returns at calculated risks while ma%l’hing

N .
N
T~

adequate liquidity for meeting insurance claim commitments and protection of capital. Our investiment
committee comprising several executive directors and aided by investment pr'ofessionais and fund
houses is responsible for rnanaging closely our investment portfolio to achieve set targets. Investment
decisions are made prudently after taking into account risks in relation to capital gainpotential, and
also the need to diversify investment across different risk types, businesses and geographies. The
Group will continue to adopt a prudent and conservative approach in managing its HK$1.4 billion
investment portfolio, around 60% of which is in principal-protected fixed interest instruments, high
yield notes, bank deposits and other fixed income instruments, and the balance in equity and funds.
The proven investment strategy coupled with a favourable investment market explained the segment’s

significant profit growth for the year.

The primary goal of our underwriting business is to achieve an underwriting profit, while providing
capital for achieving moderate financial returns from asset management. The Group has been very
disciplined in selecting insurance products and demands policies underwritten to have adequate
premium as well as appropriate terms and conditions to cover associated risks. In the past two years,
we strategically reduced our underwriting business in combat of cut-throat competition in labour
compensation insurance for the construction industry where premium rates were lowered to levels not
justifying the risk of compensating the claims. However, the Group expects this market situation to

change and the business to recover gradually in the coming years.

Property and Hotel

This segment performed well during the year with turnover
slightly decreased by 2% from HK$535 million to HK$523
million. Operating profit including surplus from revaluation of
property of this segment increased from HK$196 million last
year to HK$204 million. Excluding the revaluation surplus,
operating profit rose from HK$151.7 million to HK$172.4

million. The segment benefited mainly from the timely launch
of units at Chevalier Place in Shanghai, steady contribution
in cold-storage rental revenue and rental income from

investment properties.

Wiih economic conditions improving, income from rental

properties in Hong Kong continued to grow last year. All the

Girveny (e Sl

Group’s investment properties were almost fully occupied,
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) thus provided steady<revenie and. aarnrngs Chevalier Place, the luxury residential property at a
(A prime location in the mt\,cefﬁ;’:f Shanghalxwhlch was launched for sale in 2005, was well received
by the market. Two-third ©f the umts have bgen sold since the launch, generating total sales proceeds

of apprommately HK$490 million, of’whrﬁh HK$254 million was booked for this financial year,

The Group increased investment in property development projects in Mainland China, riding on its
solid experience in managing property projects in Hong Kong. The Group expects the economic
austerity measures imposed by the Chinese Government recently to regulate the property market and
contro! luxury units would help stabilise property prices in the short-term and calm the overheated
market. In the longer term, taking into account the country’s easing monetary policies, the under-
valued RMB, strong growth in household income and restrictions on land supply, continual healthy
development is expected for the mainland property market. As the Group will be mainly pursuing
cooperation with various partners to develop affordable middle- to high-end real estates in second-
tier cities such as Chengdu, Hefei, Dongguan and Shenzhen, it is not expected the said austerity
measures would significantly impact on the Group in the long run. Currently, the Group is engaged in
residential and commercial property projects in the PRC of an estimated total gross floor area of
about 1.3 million sq.m. in which the Group has about one half of the interest. Certain projects are

expected to start contributing revenue in 2007.

The Property Management Division provides 3
management services for commercial and
industrial buildings, residential units,
shopping arcades, car parks and other
communal facilities, serving a total floor
area of over 2 million sg. m. in Hong Kong.
The division recently received the Bronze
Award of the 2006 Quality Award from the
Hong Kong Management Association in

recognition of its quality property

M (Frepe)y Memagernem B ives oem i Coomas Aoard o fie

management service. In addition to the Um“ b

—

business in Hong Kong, the division is
licensed in various cities in Mainland China and has been awarded management contracts for luxurious
high-rise residential buildings, villas and commercial buildings in Shanghai and Chengdu, involving a
total floor area of over 220,000 sq.m. Supported by the Group’s expanding property development
portfolio in Mainland China, the division is poised to secure more property management business in

the foreseeable future.
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Performance of the Group's 18-storey and 428,000 sq.ft. cold storage facility in Kwai Chﬁ‘was
satisfactory. The services it provides include freezer compartments for storing meat, seafood and
frozen foodstuffs, air-conditioned rooms for confectioneries, film, glue and m'gadicine, and bonded
warehouse for storing dutiable goods including tobacco and liquors. Since operation, the warehouse
has maintained a highly satisfactory occupancy rate and stable profit contribution.. The-Grdup expects
steady rental income from the logistics and warehousing business and in turn satisfactory return to

the Group.

The occupancy rates of the Chevalier Hotels in Xinyang, Dongguan and Jiujiang and the Rosedale on
Robson Suite Hotel in Vancouver were similar to last year. The Group will continue to implement
measures to contain cosls and realign manpower resources with the aim of improving the profitability

and efficiency of its hotel business.

IT, Food & Beverage and Others
Although turnover contributed by the Computer and Information Communication Technology segment
decreased a slight 5% to HK$539 million, the segment’'s operating profit increased substantially from
HKX$1.5 million to HK$18.4 million. Such

strong increment was mainly attributable to
the strong growth in profit of the notebook
computer distribution business in Hong
Kong. The restructuring of Thailand
operation and streamlining of operations of
the Business Machines Division in
Singapore and the PRC also contributed to

the remarkable improvement in the

segment's profitability,

e

f}mfa-? EtatftaD aprcm wp e Chm GEde? 6 Wi geer AED

Pacific Coffee, acquired by the Group in

May 2005, contributed a 10-month turnover of HK$180 million to the new Food and Beverage Division
for the year, with profit amounting to HK$18.8 million. Pacific Coffee continuad its growth plan in
Hong Kong and Singapore and expanded intc the PRC market. Before the acquisition in May 2005,
Pacific Coffee had a total of 44 outlets. Currently, it operates a total of 57 outlets, including 44 in
Hong Kong, 8 in Singapere, 3 in Shanghai and 2 in Beijing . It also plans to expand business to

Macau before the end of this year. Seeing tremendous growth potential for its food and beverage

16 ICHEVALIER INTERNATIONAL HOLDINGS LIMIT EDI ANNUAL REPORT 2005 - 06




-

S \’J_\—\_J"“\J -
™ (| Chairman’s Statement

JETE . . . C e =TT N
Businesges in the regidnthe xGroup\J\.QmL
further develop the bus{negt‘;:btain
economy of scale and._broaden the

. *
income stream by adding new storés to/

the Pacific Coffee chain.

As for the Motor Vehicles and Food
Trading Division, both Action Honda and
Chevalier Chrysler in Canada sell a
variety of the latest automobile models
and provide professional after-sales and

maintenance services to customers.

Action Honda competed with another

211 Honda dealers for the 2006 Honda

et 2eeeerntiofs, Qivrzasfized) gy iesvaiten 1 ShgEls B0

J

Quality Dealer Award in Canada, and was among the 65 dealers who won the prestigious title. In its
bid to tap potential business resulting from the improving living standard and income of mainlanders,
the Group invested in a car dealership venture in Chengdu in Janeary 2006 to run two fuli-service

dealership outlets for Toyota and Nissan respectively.

PROSPECTS

The Hong Kong economy has been recovering since 2003 and 2005 was another year of robust
growth. However, Hong Kong is susceptible to changes in the external environment and moderate
real growth is expected for it in 2006, heeding the slow down of growth in both exports and domestic
demand. The slacking economy of import countries, especially the US, will affect export growth and

rising interest rates are expected to dampen consumer demand.

Nevertheless, 2005/06 marked a fruitful year of Chevalier Group in terms of turnover and profit.
Following our strategy of expansion and diversification, apart from the steady performance record in
our existing lines of businesses, the Group will continue to capitalise on its organic growth and will
explore and expand our existing operations. CPT will strive to continue to strengthen its presence in
North America with the aim of achieving sustainable success. The increase in turnover, continuous
internal restructuring and further penetration of the Europe market have brought the Group another

step closer to achieving its goal — to be a key player in the underground infrastructure sector.
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In Mainland China, the economy grew by 10.9% in the first half of 2006. However, with itsﬁ?key

drivers — exports and investment - both flattening, the economy is expected o slow down in 20086-
The country tightening its monetary policy will also threaten growth. Mainland dhin 's growth figures
for the first and second quarters have sparked concerns about an overheating aconomy and that
prompted the People’s Bank of China to raise the one-year lending rate by 0.27% point fo 5.85% in
April. In May this year, the central government unveiled a package of policies and measures to cool
property prices and stimulate construction of homes for the low-to middle-income group. Although
these measures will have greater impact on short-term speculators, there will be a mild impact on our
development projects in the short term as most of our projects are still under construction and are not
in the luxurious property category. The Group's strategy is looking for long-term capital growth and
our target customers are mid-income level in the second tier cities. Leveraging on the expertise and
experience of our local partners, we will closely monitor the latest development of the property

market in the PRC and adjust our pace of property development in a prudent manner.

For Pacific Coffee, the Group sees bright prospects in Mainland China. Aided by government efforts
to encourage private consumption and boost the retail sector, growth of the services sector in the

Mainland will accelerate, a trend favourable for Pacific Coffee looking to expand in the country.

In the fourth quarter of
2005, the Macau
economy grew 8.9% in
real terms while 6.7% was
recorded for the entire
2005. The city can expect
investment in gaming
industry and tourism
facilities to rema